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NORWAY — KEY BCONOMIC INDICATORS 


All values in U.S. $ million and represent period averages unless otherwise 


indicated. 
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Central Bureau of Statistics and Bank of Norway. 





MAIN IMPORTS FROM THE US. 
(in million US. dollars at $1.00=NOK 5.125 in 1980, US$ 1.00=NOK 5.50 in 1981) 


First Half Year 


Machinery and Transport Equipment 
Soybeans 

Grains 

Coal 

Fruits & Vegetables 

Scientific & Technica. Instruments 


Total all commodities: 


Source: Central Bureau of Statistics. 





1. Economy in the Doldrums 


Low or no growth is predicted for 1981. Manufacturing production, 
capital investments, imports, and exports--including offshore 
petroleum--are all at or below 1980 levels, mainly because of the 
international recession. Economic conditions in the first half 

of 1981 were soft and are not expected to strengthen substantially 
in the second half. Assuming an improvement in international 
economic conditions in late 1981, a moderate growth in Norway's 
traditional (nonpetroleum and ships) exports could begin and con- 
tinue more strongly into 1982. A recent Bank of Norway study, 
which projects an upturn in foreign demand in late 1981, suggests 
that restraining inflationary pressures will require a tight credit 
policy that will inhibit domestic demand in 1982. For 1981, the 
Government predicted 0.1 percent GNP (gross national product) 
growth. In 1979 and 1980, the respective growth rates were 4.5 
percent and 3.8 percent. 


2. Unemployment Continues Low 


Unemployment, while low, is edging upward. In July, unemployment 
was at 1.5 percent compared with 1.0 percent 1 year earlier. Com- 
pared with the first quarter of 1980, employment increased 3.1 
percent in offshore petroleum (including mining) and 0.6 percent 

in building and construction in the first quarter of 1981. Employ- 
ment in manufacturing declined 1.3 percent. Shortages of skilled 
workers and technical personnel in certain sectors still are 
evident. 


3. Weak Manufacturing Performance 


While other OECD (Organization For Economic Cooperation and Devel- 
opment) countries have averaged about a 20-percent growth in 
industrial production since 1975, Norwegian production has declined 
slightly. On an index basis (1975=100), manufacturing .production 
in June 1981 was 106. Import-competing industries have shown the 
weakest performance. The improved price competitiveness Norwegian 
companies achieved during the 1978/79 wage-income freeze did not 
result in increased production in import-competing industries. 
Total manufacturing production in the first 4 months of 1981 was 

2 percent below the corresponding period of 1980. The most recent 
governmental data for traditional export products (excluding 





offshore petroleum and ships) indicate that total 1981 manufac- 
turing production in these sectors will be at the 1980 level. 

A concurrent Federation of Norwegian Industries study, however, 
projects a 2-percent reduction in 1981. 


4, Moderate Investment Demand & Inventory Buildup 


The Central Bureau of Statistics indicates aggregate investment 
will increase slightly in 1981 and foresees a net reduction in 
1982. Manufacturing investments are projected to increase 4 to 
18 percent to a maximum of $1.4 billion in 1981. The most signif- 
icant capital investments in manufacturing will be in the nonfer- 
rous metals (mainly aluminum) sector. Pulp and paper investments 
will fall sharply in 1981 because of the completion of the $270 
million Tofte sulfate pulp mill, the largest single Norwegian 
forest industry investment project. A 125-percent growth in 
offshore investments is mainly due to the summer 1981 tow-out 

of the $2 billion Statfjord B platform. Inventories reached a 
low in early 1980. Though the Government has not contributed 
financial support (as it did in the mid-1970's) to stimulate 
extra stock building, stocks of export goods have increased since 
the summer of 1980. The volume index for export inventories rose 
8 percent during the first quarter of 1981. 


5. Petroleum Production Temporarily Down 


The offshore oil and gas production profile has been until recently 
a sharply rising one. Total production went from 16 million tons 
of oil equivalents (mtoe) in 1977 to 50 mtoe in 1980. In the first 
half of 1981, production was 25.6 mtoe, a 3-percent reduction be- 
low the same period in 1980. An unexpected drop in the Ekofisk 
fields production has caused the revision in 1981 projected pro- 
duction from 58 to 50 mtoe. Based on existing decisions, produc- 
tion will reach the 60 mtoe level around 1986. Development deci- 
sions on other fields such as the 30/6 and smaller satellite fields, 
which are likely in 1982/83, will probably bring Norwegian produc- 
tion up to 80 mtoe level in the late 1980's. These development 
decisions could stimulate annual offshore capital expenditures in 
the $2 billion to $3 billion range throughout the 1980's. 





6. Competitiveness Threatened by Price/Wage Drift 


Inflation, which in 1981 probably will be in the 13- to 15-percent 
range (higher than the OECD average), signals a further decline 

in the country's international competitiveness. Since the ter- 
mination of the price/income freeze at the end of 1979, the con- 
sumer price index (CPI) has accelerated sharply. In the year 
ending July 15, the CPI rose 14.2 percent (3 percent higher than 
the OECD average). Prices of domestically produced consumer 

goods and services rose 16 percent versus 8 percent for identical 
imported goods and services during the 12 months ending May 15. 


Substantial increases in 1980-and 1981 more than offset the min- 
imal 1979 wage increases. For example, hourly manufacturing 
earnings were 14 percent higher in the fourth quarter of 1980 
over 1 year earlier, and public sector employees were given a 
10.5 percent wage increase in 1981. The 1981 private sector 
wage settlements are likely to be higher than the 10.5 percent 
obtained by public sector employees. 


The Federation of Norwegian Trade Unions (LO) and the Norwegian 
Employers Association (NAF) umbrella wage agreement in the spring 
of 1981 called for an automatic wage adjustment if the cost of 
living (which in January 1981 was 119.8) exceeded 126.5 by Septem- 
ber 15. The index reached 127.8 by July 15, and the Government, 
to gain LO's agreement for not invoking the agreed-upon cost of 
living escalation clause, imposed a price freeze until the end 

of the year and proposed a 0.5-percent reduction in personal 
income tax for 1981. 


On a wage cost per unit of production basis, Norway's international 
competitiveness remained about constant from 1979 to 1980. Still, 
Norwegian manufacturers experienced shrinking domestic and foreign 
market shares. The Bank of Norway suggests that this market 
shrinkage is due not only to high production costs but also to 
inflexibility in Norwegian industries. For example, the Bank 
asserts that in the 1970's Norwegian industry lost 22 percent of 
its foreign market shares but only one-third of this was due to 
high production costs. The remainder was because Norwegian indus- 
try failed to produce goods in demand. 





7. Current Account Surplus 


Exports increased 10 percent (over the first half 1980) to $8.5 
billion in the first half of 1981. Higher prices for offshore 

oil and gas were an important element in this increase but tradi- 
tional (nonpetroleum and ship) exports also showed increased 
values and volumes. Exports of crude oil, Norway's principal 
export earner, were reduced by 14.4 percent to 10.6 million metric 
tons in the first half of 1981. However, unit export prices were 
23 percent higher than during the first half of 1980. Including 
exports of gas, offshore petroleum income amounted to $3.9 billion 
in January-June or only $167 million less than the combined ex- 
ports of traditional products. Norway's exports to the United 
States increased 43 percent in the first half of 1981, apparently 
reflecting the effects of rise in the dollar value. 


Total imports in value remained about constant through 1980 and 
the first quarter of 1981. In May-July, the seasonally corrected 
imports of traditional commodities (excluding ships and oil plat- 
forms) were 3.9 percent lower than in the preceding 3-month 

period. Import volumes have weakened since the first quarter 1981, 
reflecting weak consumer demand and the reduction in traditional 
exports, which began in late 1980. (In the normal business cycle, 
import volumes lag about four quarters on export volume.) Total 
imports amounted to $7.0 billion in the first half of 1981 or 

2 percent less than in January-June 1980. 


The external trade balance (including offshore petroleum but not 
ships) showed a $1.7 billion surplus in the first 7 months of 
1981, compared with a $500 million surplus in 1980 and a $73 
million deficit in 1979. Norway's current account balance for the 
first 6 months of the year showed a $1.4 billion surplus. The 
drop in oil prices (in January 1981 North Sea oil was priced at 
$41 a barrel; in August it was $36 a barrel) has been compensated 
for by the strengthened U.S. dollar. Assuming the dollar remains 
strong, the 1981 current account could show a surplus of about 

$2 billion. 


8. Foreign Exchange Market 


Modest foreign exchange movements occurred in the first half of 
1981. Measured by the "basket" index, the Krone strengthened 





overall 1.5 percent between January and May. While it strength- 
ened against major European currencies (EMS), it weakened against 
the U.S. dollar. In June, the Krone weakened markedly in terms 

of the basket index, presumably mainly due to high dollar interest 
rates and expectations of the dollar's future long-term strength, 


The Bank of Norway has engaged in limited foreign exchange deal- 
ings in 1981, and these interventions are aimed primarily at reg- 
ulating bank liquidity through currency swaps and forward trans- 
actions. Such interventions offset the squeeze on bank liquidity, 
which generally results from the oil companies' twice yearly tax 
payments. 


9, Monetary and Fiscal Policy 


Despite the 1981 Government of Norway budget surplus before loan 
transactions of $2 billion, the budget is expansionary. Offshore 
oil taxes, which do not significantly affect domestic demand, 
account for $4.8 billion and bring an otherwise large budget def- 
icit into balance. To offset the budget's stimulatory effect, a 
tight credit policy is exercised. In 1980, the bond market was 
liberalized and the issuance of bonds for most industrial sectors 
is now permitted. This liberalization permits the Norges Bank 
increased control over liquidity via open-market operations. The 
bond market, however, is still subject to close control. Interest 
rate charges on bank loans are controlled by the Ministry of 
Finance. Current interest rates on private sector bonds and short- 
term bank loans are 11 percent and 14 percent, respectively. 


For the first time since 1969, Norway's net foreign debt has been 
reduced. In the course of 1980, Norway's net foreign debt was 
reduced by $1.7 billion to $15.5 billion. Net foreign interest 
payments were $1.8 billion in 1980. Government foreign debt was 
$5.2 billion at the end of 1980, most of which matures by 1984. 
Managing Director Knut Getz Wold in a speech to the General Assem- 
bly of Bank of Norway urged that the Government's foreign debt 

be discharged and that Norwegian industries finance foreign invest- 
ments via surpluses on the current account. 


10. Implications for the United States 


The strengthened dollar already is affecting U.S. sales to Norway. 
U.S. statistics indicate our direct exports (f.a.s. basis) were 





up only 3.4 percent in the first 7 months of 1981 compared with a 
27.2-percent increase in 1980. The slowdown in economic activity 
and high interest rates are making U.S. export sales a tougher 
challenge. 


However, both in the onshore and offshore industries, quality 

U.S. goods and services are in demand. Norwegian industrialists 
want to increase their competitiveness. U.S. firms able to supply 
modern equipment to Norwegian industries will find a receptive 
audience. Offshore, a $30 billion market is predicted for the 
remainder of this decade alone. Thus, prospects remain excellent 
for U.S. suppliers, both in terms of direct sales and as subcon- 
tractors or joint venture participants. The increased oil activ- 
ity "North of Stad" will offer further opportunities for U.S. firms. 


The U.S. Embassy in Oslo stands ready to assist U.S. firms inter- 
ested in exploring prospects in the unique Norwegian market. The 
Foreign Commercial Service (FCS) in Oslo frequently hosts sem- 
inars and other "minishows" of all types for U.S. companies or 
their Norwegian agents. In August 1982, FCS will participate in 
the international oil show "Offshore Northern Seas" in Stavanger-- 
Norway's oil capital--with a "market launch" service for new-to- 
market U.S. firms. 
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offer country-by-country reports with the information 
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countries offering good potential as sales outlets for 
U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service 

e pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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